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L INTRODUCTION

U S WEST, Inc. (“U S WEST”) submits its comments on certain of the
petitions for reconsideration and/or clarification of the Federal Communications

Commission’s (“Commission”) Report and Order' which established support

mechanisms to ensure the delivery of affordable telecommunications service to all
Americans. While numerous parties filed petitions, U S WEST restricts its

comments herein to those filed by MCI Telecommunications Corporation (“MCI”)’

and by several state utility commissions.’ C)Jf
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" In the Matter of Federal-State Joint Board on Universal Service, CC Docket No.
96-45, Report and Order, 7 Comm. Reg. (P&F) 109 (1997) (“Universal Service
Order” or “Order”); Errata, rel. June 4, 1997; Order on Reconsideration, FCC 97-

246, rel. July 10, 1997; consolidated appeals pending sub nom., Texas Office of
Public Utility Counsel, 97-60421 (5th Cir.)

? MCI'’s Petition for Reconsideration and Clarification (‘MCI Petition”) filed July 17,
1997.

> Petition for Reconsideration and Request for Clarification filed by Alaska Public
Utilities Commission on July 15, 1997; Petition for Reconsideration by the
Arkansas Public Service Commission filed July 17, 1997; Petition for
Reconsideration by the Public Utility Commission of Texas filed June 26, 1997,
Petition for Clarification of the Vermont Public Service Board and the Vermont



II. USWEST FULLY SUPPORTS THE RECOMMENDATIONS OF
PARTIES WHICH FILED IN SUPPORT OF A NATIONAL
UNIVERSAL SERVICE FUND

The Commission should reconsider its decision to fund only 25 percent of the
high-cost support necessary to maintain affordable rates in high-cost rural areas.
Most of the state commissions which filed for reconsideration of the Order make
compelling arguments urging the Commission to reconsider its decision. State
commissions from Arkansas, Texas, Wyoming, Alaska, and Vermont clearly
understand the enormous impacts a split fund will have on consumers in high-cost
states. The Vermont Public Service Board and the Vermont Department of Public
Service argue persuasively that the Act requires the Commission, not the states, to
ensure that the fund is sufficient and that rural and urban rates are reasonably
comparable. Vermont also argues that the decision to fund only 25 percent of the
need is not supported in the record, does not have a reasonable basis, and is not
based on the Joint Board’s decision’ and that the primary purpose of the fund is to

support costs allocated over the 25 percent factor.’

The Commission’s USF Order does not acknowledge that the Fund
has always, and must still, support some costs from the intrastate
jurisdiction in order to keep rates affordable nationwide. Under the
existing high cost support mechanism, the Commission authorized
carriers to shift costs to the interstate jurisdiction to reduce their

Department of Public Service (“Vermont Petition”) filed July 17, 1997; and Petition

for Reconsideration by the Wyoming Public Service Commission (“Wyoming
Petition”) filed July 16, 1997.

‘ Vermont Petition at 2-4.
*1d. at 4.
°Id.



intrastate revenue requirement, and the federal High Cost Fund

paid for those additional intrastate costs. By funding only 25% of

loop costs from the new Universal Service Fund, the Commission

would reduce support for high costs carriers from existing levels. It

would be overturning the old system, without any finding that the

new system would meet the continuing goal of keeping rates

affordable, as well as the new goals, such as keeping rates

reasonably comparable.’

The Wyoming Public Service Commission argument removes the issue from
jurisdictional authority concerns and demonstrates the impact on the consumer.
Wyoming argues, “With fewer than 300,000 access lines in Wyoming, it is
unthinkable to expect that the full amount of this support will be borne by an
intrastate universal service fund without having a debilitating impact on local
rates.”

It is likely that the national versus separated fund issue will be argued in the
courts regardless of the Commission’s decision on this matter. The Commission
should look at the persuasive arguments for a national fund on the record to date,
the spirit and intent of the Act, and, most importantly, what is in the best interests

of consumers and should reconsider its intention to implement a separated fund.

The Commission should adopt a national universal service fund for rural and high-

cost support.

"Id. at 5 (footnote omitted).
* Wyoming Petition at 3.



III. THE COMMISSION MUST REJECT MCI'S PROPOSAL TO
CLARIFY THAT STATES CANNOT INCLUDE CARRIERS’
INTERSTATE AND INTERNATIONAL REVENUES IN
DETERMINING ASSESSMENTS FOR STATE FUNDS

In its Petition for Reconsideration and Clarification, MCI states that the
Commission must “clarify that states cannot include carriers’ interstate and
international revenues in determining assessments for state funds.” The
Commission must reject this proposal for both legal and logical reasons. First, the
Communications Act of 1934, as amended (the “Act”) clearly states:

Every telecommunications carrier that provides intrastate

telecommunications services shall contribute, on an equitable and

nondiscriminatory basis, in a manner determined by the State to
the preservation and advancement of universal service in that

State.”
Pursuant to the Act, the state determines the manner in which intrastate
telecommunications carriers are assessed. States certainly have the authority to
decide to assess intrastate, interstate, and international revenues of intrastate
carriers in their state. The Commission does not have the authority to order
otherwise.

The Commission has interpreted similar language in the Act relative to
federal funding to mean that the Commission has the authority to assess interstate,
intrastate, and international revenues of interstate carriers. In fact, to fund the

federal school, libraries, and rural health care program, the Commission will assess

® MCI Petition at i, 6.
47 U.S.C. § 254(5).



intrastate. interstate, and international revenues of interstate carriers.” To find

that states cannot do the same with regard to a state fund would be inconsistent.

Finally, the Commission has determined that the majority of the funding
responsibility for universal service remains with the states. High-cost states will be
required to fund high rural costs caused by low population density and long loop
distances on a small intrastate revenue base. This dynamic severely impacts the
affordability of rates for rural, high-cost customers in these states and violates
three principles of the Act. First, the Act requires quality services should be
available at just, reasonable, and affordable rates.” The rates for consumers in
states that are high cost to serve and have a small funding revenue base will not be
reasonable or affordable.

Second, consumers in all regions of the nation, including low-income
consumers and those in rural, insular, and high-cost areas, should have access to
telecommunications services that are available at rates that are reasonably
comparable to rates charged for similar services in urban areas.” The Act does not
limit this comparability to state boundaries. Based on the Order, rates will be
severely diverse between a low-cost New York City consumer and a rural high-cost
Montana consumer. To further limit the funding base in Montana widens the
disparity of rates.

Third, and most importantly, the Act requires that there be specific,

predictable, and sufficient federal and state mechanisms to preserve and advance

" Universal Service Order, 7 Comm. Reg. at 127 9 40, 336 9 837, 337 79840-41.
47 U.S.C. § 254(b)(1).




universal service." U S WEST argues that the federal fund as envisioned in the
Order is insufficient because it addresses only 25 percent of the high-cost problem.
Relegating 75 percent of the high-cost funding responsibility to high-cost states
leaves state funds insufficient because of the inadequate revenue funding base in
most of these states. For the Commission to exacerbate the problem by mandating
that states cannot expand that funding base as much as possible to include
interstate and international revenues is untenable. An intrastate carrier’s
interstate and international services which benefit from the use of a state network
should and must contribute to the support mechanisms in that state.

The Commission should and must reject MCI's proposal requesting the

Commission to overstep its authority and attempt to limit a state’s universal service

funding base.

IV. CONCLUSION

U S WEST urges the Commission to reconsider its decision to fund only
25 percent of the high-cost support necessary to maintain affordable rates in high-
cost rural areas and to instead adopt a national universal service fund for rural and
high-cost support. In addition, the Commission should reject MCI’s proposal that

states not include carriers’ interstate and international revenues in determining

" 47 U.S.C. § 254(b)(3).
“ 47 U.S.C. § 254(b)(5).
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assessments. These revenues should be included in assessments for high-cost

support, just as they are in other areas.

Respectfully submitted,

U S WEST, INC.

By: Qﬂ&, 1;‘/ ,LWL

Bébert B. McKenna
John L. Traylor

Suite 700

1020 19th Street, N.W.
Washington, DC 20036
(303) 672-2798

Its Attorneys

Of Counsel,
Dan L. Poole

August 18, 1997



CERTIFICATE OF SERVICE

I, Sherril Schalk, do hereby certify that on this 18t day of August 1997, I
have caused a copy of the foregoing COMMENTS OF U S WEST, INC. TO
PETITIONS FOR RECONSIDERATION AND/OR CLARIFICATION to be
served via first-class United States Mail, postage prepaid, upon the persons listed
on the attached service list.

N -

Sherril Schalk

*Via Hand-Delivery

{CC9845.CO8 £1)
Laat Updata 8/18/87



*James H. Quello

Federal Communications Commission
Room 802

1919 M Street, N.W.

Washington, DC 20554

*Reed K. Hundt

Federal Communications Commission
Room 814

1919 M Street, N.W.

Washington, DC 20554
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Federal Communications Commission
Room 500

1919 M Street, N.-W.

Washington, DC 20554

*David Hunt

Federal Communications Commission
Room 518

1919 M Street, N.-W.

Washington, DC 20554
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Washington, DC 20036
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Federal Communications Commission
Room 832
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Washington, DC 20554
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Federal Communications Commission
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Washington, DC 20554
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Federal Communications Commission
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1919 M Street, N.W.

Washington, DC 20554
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Federal Communications Commission
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1919 M Street, N.W.

Washington, DC 20554

Mary McDermott

Linda Kent

Keith Townsend

United States Telephone Association
Suite 600

1401 H Street, N.-W.

Washington, DC 20005



Kevin Taglang

Benton Foundation
1634 Eye Street, N.W.
Washington, DC 20006

Ellis Jacobs

Edgemont Neighborhood Coalition
Legal Aid Society of Dayton

Suite 500

333 West 1st Street

Dayton, OH 45402

James S. Blaszak ADHOC
Kevin S. DiLallo

Janice Goodman

Levine, Blaszak, Block and Boothby, LLLP
Suite 500

1300 Connecticut Avenue, N.W.
Washington, DC 20036-1703

Dana Frix ACC, et al.

Tamar Haverty

Swidler & Berlin, Chartered
Suite 300

3000 K Street, N.W.
Washington, DC 20007

Dennis L. Bybee

Global Village Schools Institute (GVSI)
POB 4463

Alexandria, VA 22303

Garrett G. Mayer

Internal Services Department
County of Los Angeles

9150 Imperial Boulevard
Downey, CA 90242

Kenneth T. Burchett
GVNW, Inc./Management
Suite 100

7125 S.W. Hampton Street
Tigard, OR 97223

Susan Lehman Keitel

New York Library Association
252 Hudson Avenue

Albany, NY 12210-1802

Kathleen Q. Abernathy

David A. Gross

AirTouch Communications, Inc.
1818 N Street, N.-W.
Washington, DC 20036

Bruce D. Jacobs

Glenn S. Richards

Stephen J. Berman

Fisher, Wayland, Cooper, Leader,
& Zaragoza, LLP

Suite 400

2001 Pennsylvania Avenue, N'W.

Washington, DC 20006
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Lon C. Levin

AMSC Subsidiary Corporation
10802 Parkridge Boulevard
Reston, VA 22091

Paul J. Berman FIDELITY
Alane C. Weixel

Covington & Burling

POB 7566

1201 Pennsylvania Avenue, N.W.
Washington, DC 20044

Leonard J. Kennedy VANGUARD
J. G. Harrington COMCAST
Dow, Lohnes & Albertson NEXTEL
Suite 800 IOWA

1200 New Hampshire Avenue, N.-W.
Washington, DC 20036-6802
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Mary J. Sisak

Mary L. Brown

MCI Telecommunications Corporation
1801 Pennsylvania Avenue, N.'W.
Washington, DC 20006

Lisa M. Zaina

Stuart Polikoff
OPASTCO

Suite 700

21 Dupont Circle, N.-W.
Washington, DC 20036

Albert H. Kramer APCC
Robert F. Aldrich
Dickstein, Shapiro, Morin
& Oshinsky, LLP
2101 L Street, N.W.
Washington, DC 20037-1526

Michael F. Altschul

Randall S. Coleman

Cellular Telecommunications
Industry Association

Suite 200

1250 Connecticut Avenue, N.W.

Washington, DC 20036

Paul R. Rodriguez COLUMBIA
David S. Keir

Leventhal, Senter & Lerman

Suite 600

2000 K Street, N.W.

Washington, DC 20006-1809

James U. Troup RURAL
William K. Keane

Aimee M. Cook

Arter & Hadden

Suite 400K

1801 K Street, N.-W.

Washington, DC 20006

Charles H. Helein
Robert M. McDowell
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Helein & Associates, PC
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8180 Greensboro Drive
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David Cosson

L. Marie Guillory

National Telephone Cooperative Association
2626 Pennsylvania Avenue, N.-W.
Washington, DC 20037

Jenelle Stephens

Arkansas Library Association
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Susan M. Seltsam

John Wine

Marianne Deagle

Kansas Corporation Commission
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Topeka, KS 66604-4027

Philip V. Otero

GE American Communications, Inc.
Four Research Way

Princeton, NJ 08540

Cheryl A. Tritt

Charles H. Kennedy
Morrison & Foerster, LLP
Suite 5500

2000 Pennsylvania Avenue, N.W.
Washington, DC 20006-1888
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Paul Mason
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Sprint Corporation
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Washington, DC 20006

Elisabeth H. Ross
Birch, Horton, Bittner
and Cherot
Suite 1200
1155 Connecticut Avenue, N.W.
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